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April  1,  1940. 


TO  THE  STOCKHOLDERS  OF  FEDERATED  DEPARTMENT  STORES,  INC.: 


On  behalf  of  the  officers  and  directors  of  Federated  Department  Stores,  Inc.,  I  submit  the  annual 
report  for  the  fiscal  year  ended  January  31,  1940  —  the  eleventh  annual  report. 

The  financial  statements  presented  herewith  have  been  prepared  by  Messrs.  Touche,  Niven  &  Co.  and 
include  the  operations  of  the  following  companies  controlled  by  your  Corporation: 


Wm.  Filene’s  Sons  Company 

Subsidiaries : 

R.  H.  White  Company 

Continental  Clothing  Company 

Abraham  &  Straus,  Inc. 

The  F.  and  R.  Lazarus  and  Company 

Subsidiary : 

The  John  Shillito  Company 
Bloomingdale  Bros.,  Inc. 

The  holdings  of  securities  of  these  companies  are 


Operating  department  stores  dealing  princi¬ 
pally  in  ready  to  wear  and  accessories.  Main 
store  in  Boston,  Massachusetts  with  branches 
in  Worcester,  Massachusetts  and  Portland, 
Maine,  and  7  other  branches  in  Massachusetts. 

Operating  a  general  department  store  in 

Boston,  Massachusetts. 

Operating  a  men’s  store  in  Boston, 
Massachusetts. 

Operating  a  general  department  store  in 

Brooklyn,  New  York. 

Operating  a  general  department  store  in 

Columbus,  Ohio. 

Operating  a  general  department  store  in 

Cincinnati,  Ohio. 

Operating  a  general  department  store  in 

New  York,  New  York. 

shown  in  an  accompanying  tabulation. 


OPERATING  RESULTS 


Operations  for  the  fiscal  year  ended  January  31,  1940  were  favorable  both  with  respect  to  sales  and  net 
profits.  The  following  is  a  comparison  of  net  profits  for  the  past  two  years : 

Year  ended  January  31, 


1940  1939 


Consolidated  net  profit  applicable  to  shares  held  by  parent 

company  - - - 

Dividends  on  preferred  stock  of  parent  company - 

Consolidated  net  profit  applicable  to  common  stock - 

Number  of  times  dividends  on  preferred  stock  outstanding 
at  end  of  each  year  were  earned - - 

Consolidated  net  profit  per  share  of  common  stock  outstanding 
at  end  of  each  year - - 


$3,340,224 

486,427 

$2,853,797 


7.0 


$3.10 


$2,756,223 

505,551 

$2,250,672 


5.5 


$2.45 


The  net  profit  for  the  year  was  $584,001  greater  than  for  the  preceding  year.  There  was  an  improvement 
in  net  profit  in  both  halves  of  the  year.  A  comparison  of  consolidated  net  profits  by  semi-annual  periods  is 


as  follows: 

Year  ended  January  31, 

1940  1939  1938 

First  half _ _ -$  214,469  $  103,636d  $  445,716 

Second  half _  3,125,755  2,859,859  2,263,503 

Total  year _ _ _$3, 340, 224  $2,756,223  $2,709,219 


d — deficit. 


NET  SALES 

Net  sales  for  the  year  were  $110,114,135,  which  compare  with  $105,908,984  for  the  preceding  year. 
Each  of  the  subsidiary  companies  reported  an  increase  in  sales  volume  as  shown  by  the  tabulation  which 
follows : 

Year  ended  January  31, 


Percentage 

1940 

1939 

of  increase 

Wm.  Filene’s  Sons  Company,  R.  H.  White 

Company  and  Continental  Clothing  Company.... 

...-....$37,044,450 

$36,358,413 

1.89% 

Abraham  &  Straus,  Inc.  _ 

- .  23,426,486 

22,827,119 

2.63 

The  F.  and  R.  Lazarus  and  Company 

and  The  John  Shillito  Company .  . . 

- .  24,177,887 

22,173,823 

9.04 

Bloomingdale  Bros.,  Inc _ 

-  25,465,312 

24,549,629 

3.73 

$110,114,135 

$105,908,984 

3.97% 

Total  sales  volume  for  the  year  was  greater  than  for  any  year  since  that  ended  January  31,  1931,  which 
is  particularly  gratifying  in  view  of  the  decline  in  the  sales  prices  of  merchandise  since  that  year.  In  order 
to  offset  this  decline  it  has  been  necessary  to  materially  increase  the  number  of  transactions  so  as  to  maintain 
dollar  sales  volume.  The  average  reduction  in  the  amount  of  each  transaction  is  evidence  of  the  important 
part  played  by  large  department  stores  in  increasing  purchasing  power  and  reducing  the  cost  of  living  by 
making  available  to  their  customers  merchandise  of  suitable  Quality  at  lower  prices. 


NET  PROFITS 


Each  of  these  subsidiary  companies,  in  the  fiscal  year  ended  January  31,  1940,  report  improved  net 
profits  as  shown  by  the  tabulation  which  follows : 


Year  ended  January  31, 


1940  1939 

Wm.  Filene’s  Sons  Company,  R.  H.  White 

Company  and  Continental  Clothing  Company _ _ _ $  877,240  $  674,954 

Abraham  &  Straus,  Inc -  1,008,142  804,934 

The  F.  and  R.  Lazarus  and  Company 

and  The  John  Shillito  Company -  1,451,228  1,317,382 

Bloomingdale  Bros.,  Inc -  692,229  483,659 

T  ..  .a  a  ,  $4,028,839  $3,280,929 

Less  dividends  on  preferred  stocks  of  subsi¬ 
diary  companies  owned  by  other  interests, 
portion  of  net  profit  applicable  to  minority 
interests  in  common  stocks  of  subsidiary 

companies,  and  parent  company  expenses _  688,615  624,706 


Net  profit  applicable  to  shares  of  parent 
company - $3,340,224  $2,756,223 


TAXES 


Your  Company,  in  recent  years,  has  been  faced  with  a  mounting  burden  of  taxes  —  Federal,  State,  and 
Municipal.  The  magnitude  of  the  rise  in  taxes  is  shown  in  the  following  table,  which  indicates  the  total 
tax  burden  of  your  Company  and  its  subsidiaries  for  the  last  five  years : 


Year  ended 

Municipal,  State, 

January  31 

and  Federal  taxes 

1936 

$1,827,120 

1937 

2,650,507 

1938 

2,973,451 

1939 

3,240,684 

1940 

3,365,480 

Total  taxes  for  the  year  ended  January  31,  1940  were  84.2%  greater  than  those  for  the  year  ended 
January  31,  1930.  To  offset  this  added  expense,  costs  have  been  reduced  by  greater  efficiency  in  operation. 
The  reduction  in  operating  costs  has  been  effected  although  there  was  an  increase  in  hourly  wage  rates. 

BALANCE  SHEET 

Current  assets  at  January  31,  1940  aggregated  $31,528,989,  including  $4,409,112  in  cash  and  marketable 
securities,  and  current  liabilities  were  $5,474,246,  so  that  net  working  capital  amounted  to  $26,054,743,  with 
a  ratio  of  current  assets  to  current  liabilities  of  5.76  to  1.  At  the  end  of  the  previous  year  net  working 
capital  including  cash  and  marketable  securities  of  $6,414,924,  amounted  to  $26,601,101  and  the  ratio  of 
current  assets  to  current  liabilities  was  6.99  to  1. 

Customers’  accounts  and  notes  receivable  amounted  to  $14,983,367  at  January  31,  1940,  an  increase  of 
$1,514,003  during  the  year.  Inventories  aggregated  $11,896,669  at  January  31,  1940,  an  increase  of 
$982,763  during  the  year. 

Substantial  additions  and  improvements  were  made  by  several  of  your  Company’s  subsidiaries  which 
were  capitalized  at  an  aggregate  amount  of  about  $2,000,000.  The  principal  item  was  the  completion  by  The 
F.  and  R.  Lazarus  and  Company,  Columbus,  Ohio,  of  a  new  service  building  which  permits  service  and  selling 
facilities  for  most  departments  to  be  on  the  same  floor  and  which  makes  it  possible  to  concentrate  in  one 
building  all  merchandise  which  had  previously  been  in  three.  The  construction  of  this  building  released  for 
selling  purposes  100,000  sq.  ft.  of  space. 

Total  consolidated  depreciation  for  the  year  amounted  to  $1,479,742. 

During  the  year  long  term  indebtedness  of  subsidiary  companies  was  reduced  $1,432,257,  resulting  from 
amortization  payments  of  $122,868  and  payments  of  $1,309,389  in  anticipation  of  future  amortization  require¬ 
ments.  Also,  5,400  shares  of  the  Company’s  4J4%  preferred  stock  were  purchased  at  a  cost  of  $457,321. 
These  shares  are  held  in  the  treasury  of  the  Company. 


DIVIDENDS 


Your  Company  paid,  during  the  fiscal  year,  four  quarterly  dividends  totaling  $486,427  on  the  4J4% 
convertible  preferred  stock.  In  addition,  dividends  of  $1,150,571,  at  the  rate  of  $1.25  per  share  were  paid,  on 
the  common  stock,  by  payments  of  $.25  per  share  in  each  quarter  and  an  additional  payment  of  $.25  the  last 
quarter.  Payments  of  dividends  on  the  common  stock  also  totalled  $1.25  per  share  in  the  preceding  fiscal  year. 
Although  the  earnings  for  the  year  ended  January  31,  1940  have  been  substantially  in  excess  of  dividends  paid 
on  the  common  stock,  the  retirement  of  long  term  indebtedness  and  the  renovation  programs  in  the  stores  of 
three  of  your  Company's  subsidiaries  made  it  inadvisable  to  pay  more  than  $1.25  in  cash. 

GENERAL  COMMENTS 

It  has  been  the  policy  of  your  Company  to  maintain  a  self-reliant,  individual  management  in  each  of  the 
several  stores  which  it  operates.  In  most  cases  these  executives  own  large  holdings  of  your  Company’s  common 
stock. 

Operating  officers  of  the  various  stores  are  among  the  members  of  the  Executive  Committee  of  your 
Company.  This  committee  endeavors  to  aid  local  managements  in  the  formulation  of  basic  policy  and  in  the 
consideration  of  specific  problems.  It  is  believed  that  this  method  of  operation  combines  the  best  features 
of  joint  and  individual  operation.  Local  conditions,  such  as  competitive  situations  and  buying  habits,  can  be 
dealt  with  better  by  a  local  management.  Also,  the  officers  of  each  store  take  a  strong  interest  in  local  civic 
endeavor,  and  maintain  for  their  establishment  an  atmosphere  of  local  ownership  and  an  important  place  in 
the  affairs  of  the  community. 

The  fiscal  year  ended  January  31,  1940  was  generally  a  satisfactory  one  for  retail  store  operation.  Sales 
in  the  latter  half  of  the  year  were  greater  than  for  any  comparable  period  since  1929. 

Earnings  for  the  fiscal  year  just  commenced  will  depend  to  a  large  extent  on  operations  for  the  second  six 
months.  Any  estimate  at  this  time  of  operating  results  for  a  period  so  far  removed  would  be  highly  conjectural. 
Such  an  estimate  would  require  taking  into  consideration  among  other  things  the  level  of  industrial  production, 
the  volume  of  payrolls,  changes  in  price  levels,  and  also  evaluating  the  influence  of  the  war,  legislation  and  the 
election  on  industrial  activity. 

This  report  would  not  be  complete  without  an  expression  of  appreciation  by  the  officers  to  the  personnel 
of  the  several  stores. 

LINCOLN  FILENE, 

Chairman  of  the  Board. 
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March  28,  1940 

TO  THE  BOARD  OF  DIRECTORS  OF  FEDERATED  DEPARTMENT  STORES,  INC.: 

We  have  examined  the  balance  sheets  as  of  January  31,  1940  and  the  related  statements  of  profit  and 
loss  and  surplus  for  the  fiscal  year  then  ended  of  Federated  Department  Stores,  Inc.  and  of  certain  of  its 
subsidiary  companies  —  Abraham  &  Straus,  Inc.,  Bloomingdale  Bros.,  Inc.  (consolidated),  and  Federated 
Service,  Inc.  —  have  reviewed  the  systems  of  internal  control  and  the  accounting  procedures  of  the  companies, 
and  without  making  a  detailed  audit  of  the  transactions,  have  examined  or  tested  accounting  records  of  the 
companies  and  other  supporting  evidence,  by  methods  and  to  the  extent  we  deemed  appropriate.  Messrs. 
Herbert  F.  French  &  Company  and  Messrs.  Ernst  &  Ernst  have  made  similar  examinations,  except  as 
stated  in  the  following  paragraph,  of  the  consolidated  financial  statements  for  the  same  period  of  Wm.  Filene’s 
Sons  Company  and  The  F.  and  R.  Lazarus  and  Company,  respectively,  two  other  subsidiary  companies  of 
Federated  Department  Stores,  Inc.,  the  net  assets  of  which  represent  approximately  54%  of  the  consolidated 
net  assets  at  January  31,  1940.  From  the  foregoing  financial  statements  we  have  prepared  the  accompanying 
consolidated  balance  sheet  of  Federated  Department  Stores,  Inc.  and  subsidiary  companies  as  of  January  31, 
1940  and  the  consolidated  statements  of  profit  and  loss  and  surplus  for  the  fiscal  year  then  ended. 

Auditing  tests  and  checks  of  accounts  and  records  concerning  inventories  and  accounts  receivable  have 
been  made  by  the  auditors  for  all  of  the  companies.  With  respect  to  inventories,  in  addition,  the  auditors  for 
all  of  the  companies  were  in  attendance  at  the  physical  counts  of  inventories  and  had  physical  tests  of  the 
counts  made  under  their  observation,  except  for  Wm.  Filene’s  Sons  Company  and  subsidiary  companies  in 
which  case  Messrs.  Herbert  F.  French  &  Company  report  that  this  procedure  was  omitted.  With  respect 
to  accounts  receivable,  in  addition  to  the  auditing  tests  and  checks,  the  auditors  for  all  of  the  companies  com¬ 
municated  with  a  percentage  of  the  customers  for  the  purpose  of  confirming  the  balances,  except  for  The  F.  and 
R.  Lazarus  and  Company  and  subsidiary  company  in  which  case  Messrs.  Ernst  &  Ernst  report  that  at  the 
request  of  the  companies  this  procedure  was  omitted. 

Based  upon  the  examinations  made  by  us,  and  upon  the  opinions  (which  are  subject  to  the  exceptions 
stated  in  the  foregoing  paragraph  relating  to  the  limitations  upon  the  scope  of  examination)  expressed  in 
the  reports  of  the  other  accountants  with  respect  to  the  financial  statements  of  subsidiary  companies  not 
examined  by  us,  the  figures  for  which  have  been  included  upon  the  responsibility  of  such  accountants,  the 
accompanying  consolidated  balance  sheet  and  related  statements  of  profit  and  loss  and  surplus,  in  our  opinion, 
present  fairly  the  consolidated  position  of  Federated  Department  Stores,  Inc.  and  subsidiary  companies  at 
January  31,  1940  and  the  consolidated  results  of  their  operations  for  the  fiscal  year,  in  conformity  with  gen¬ 
erally  accepted  accounting  principles  applied  by  each  of  the  companies  on  bases  consistent  with  those  of  the 
preceding  year. 


Touche,  Niven  &  Co. 


ASSETS 


Current  Assets: 

Cash  on  demand  deposit  and  on  hand- . 

United  States,  state  and  municipal  securities  —  on  the  basis  of  cost  or  market,  whichever  is  lower  (quoted 

market  $1,379,506.88  at  January  31,  1940  and  $1,343,478.13  at  January  31,  1939)  - 

Customers’  accounts  and  notes  receivable : 

Regular  retail,  less  reserves  of  $318,521.27  at  January  31,  1940  and  $292,868.85  at  January  31,  1939  - 

Instalment  (the  terms  on  a  small  portion  of  which  extend  beyond  one  year),  less  reserves  of  $720,440.23  at 

January  31,  1940  and  $613,726.30  at  January  31,  1939  _ 

Inventories : 

Merchandise  on  hand  —  on  the  basis  of  cost  or  market,  whichever  is  lower,  as  determined  by  the  retail 

inventory  method - 

Merchandise  in  transit  —  at  cost - 

Sundry  debtors - 

Other  Assets: 

Notes  secured  by  second  mortgages  on  property  used  in  operations  —  at  cost  to  subsidiary  company - 

Real  estate  not  used  in  operations  —  land  at  appraised  value  of  $105,000.00  to  subsidiary  company  as  of 
January  31,  1933  (below  cost),  and  land  and  buildings  at  cost  to  subsidiary  companies,  less  depreciation  of 

$191,565.02  at  January  31,  1940  and  $171,022.20  at  January  31,  1939  - 

Loans  to  directors  and  employees - 

New  York  World’s  Fair  debentures  —  at  quoted  price  at  January  31,  1940  and  at  cost  at  January  31,  1939  - 

Miscellaneous  investments,  advances  and  deposits  —  joint  service  organizations,  reciprocal  and  mutual  insur¬ 
ance  companies  and  others  —  at  cost  or  less  to  subsidiary  companies - 

Fixed  Assets: 

Land,  buildings  and  building  equipment  substantially  all  on  owned  land  (See  Note  1)  : 

Land  —  at  cost  to  subsidiary  companies - 

Buildings  and  building  equipment  —  at  cost  to  subsidiary  companies,  less  write-down  of  $96,170.98  as  of 
January  31,  1933  as  to  certain  of  these  assets  of  a  subsidiary  company  and  less  depreciation  of 

$2,569,263.85  at  January  31,  1940  and  $1,537,247.19  at  January  31,  1939  - 

Buildings  and  building  equipment  on  leased  land  and  improvements  to  leased  properties  —  at  cost  to  subsidiary 
*  companies,  less  write-down  of  $1,259,667.97  as  of  January  31,  1933  as  to  certain  of  these  assets  of  certain 
subsidiary  companies  and  less  depreciation  of  $4,590,436.72  at  January  31,  1940  and  $4,010,466.01  at  Jan¬ 
uary  31,  1939  - - - 

Leasehold  —  at  cost  to  subsidiary  company,  less  amortization  of  $6,328.08  at  January  31,  1940  and  $5,797.20 

at  January  31, 1939  - 

Store  fixtures  and  equipment  (See  Note  2) - 

Delivery  equipment  —  at  cost  to  subsidiary  companies,  less  depreciation  of  $159,436.63  at  January  31,  1940  and 
$173,357.32  at  January  31,  1939  _ 

Deferred  Charges: 

Supplies _ _ — - - - - - - 

Prepaid  insurance,  taxes,  etc. - - - - 

Organization  expenses,  etc.,  of  one  subsidiary  company  - 

Unamortized  expenses  incurred  in  leasing  premises  to  F.  W.  Woolworth  Co. - - - 

Unamortized  debt  expense - - — . . . . . . 


Goodwill  —  at  nominal  amount 


'EDERATED  DEPARTMENT  STORES,  Inc. 

(a  DELAWARE  CORPORATION) 

AND  SUBSIDIARY  COMPANIES 
COMPARATIVE  CONSOLIDATED  BALANCE  SHEET 


January 

31,  1940 

January 

31,  1939 

$  3,033,862.07 

$  5,073,694.45 

1,375,250.00 

1,341,230.00 

8,598,569.92 

8,094,695.26 

6,384,797.47 

5,374,668.26 

11,068,764.69 

827,904.32 

239,841.03 

$31,528,989.50 

10,166,178.02 

747,727.85 

243,638.48 

$31,041,832.32 

$  1,081,000.00 

$  1,061,000.00 

984,558.96 

274,523.10 

37,232.00 

1,006,369.52 

274,867.74 

160,000.00 

217,741.27 
$  2,595,055.33 

232,236.89 
$  2,734,474.15 

$  6,515,952.56 

$  7,634,190.69 

5,658,706.39 

5,924,049.27 

10,302,610.73 

9,573,923.12 

3,671.92 

2,857,772.36 

4,202.80 

2,684,296.34 

44,847.94 

$25,383,561.90 

95,624.18 

$25,816,286.40 

$  217,086.32 

362,746.90 
39,865.01 
98,074.56 
112,178.42 
$  829,951.21 

$  4.00 

$  183,551.79 

340,676.36 
54,503.57 
101,673.63 
122,627.04 
$  803,032.39 

$  4.00 

$60,337,561.94 

$60,395,629.26 

(See  explanatory 

LIABILITIES 


Current  Liabilities: 

Notes  payable _ _ _ _ _ 

Accounts  payable: 

Trade  creditors _ 

Trade  creditors  for  merchandise  in  transit _ _ _ 

Accrued  liabilities: 

Federal  taxes  on  income _ 

Other  taxes _ - _ 

Interest _ 

Miscellaneous  expenses _ 

Dividends  on  preferred  stock  of  subsidiary  company - 

Long-term  indebtedness  due  within  one  year _ _ 

Sundry  creditors _ 

Long-Term  Mortgages  and  Other  Indebtedness  of  Subsidiary  Companies: 

Total  amount,  due  1940  to  1964 _ 

Less  amounts  due  within  one  year  included  in  current  liabilities - 

Reserves  for  Possible  Assessments  of  Taxes,  for  Insurance  and  for  Other  Contingencies - - 

Minority  Interests  in  Capital  Stock  and  Surplus  of  Subsidiary  Companies: 

Preferred  stocks  owned  by  other  interests  —  at  par  value  of  $100.00  a  share  (See  Note  4) - 

Common  stocks  owned  by  other  interests . . — - - 

Surplus  applicable  thereto _ 

Capital  Stock  and  Surplus: 

Capital  stock: 

Preferred,  cumulative,  par  value  $100.00  per  share,  maximum  redemption  price  $107.00  per  share  — 

convertible  into  common  stock  on  the  basis  described  in  Note  5: 

Authorized,  160,000  shares 

Issued,  123,450  shares _ _ _ 

Less: 

Repurchased  and  retired,  3,900  shares  at  January  31,  1940  and  2,000  shares  at  January  31,  1939  - 

Other  shares  repurchased,  7,300  shares  at  January  31,  1940  and  3,800  shares  at  January  31,  1939  - 

Outstanding,  112,250  shares  at  January  31,  1940  and  117,650  shares  at  January  31,  1939  (See  Note  6) 

Capital  arising  from  conversion  of  preferred  shares  into  common  shares - 

Common : 

Authorized,  2,000,000  shares  without  par  value,  of  which  239,100  shares  at  January  31,  1940  are  reserved 
for  conversion  of  the  4J4%  convertible  preferred  stock  (maximum  requirement) 

Issued  and  outstanding  —  920,898  shares  at  January  31,  1940  (including  735  shares  to  be  issued  in 
exchange  for  stock  of  subsidiary  company  acquired)  and  920,163  shares  at  January  31,  1939,  at  $10.00 

per  share  fixed  by  Board  of  Directors - - 

Surplus : 

Paid-in  surplus - - - - - - - - - - 

Earned  surplus _ _ —  — - - 


notes  on  following  page.) 


January 
31,  1940 


$  600,000.00 

1,816,613.04 

802,576.67 

306,388.64 

941,000.00 

482,159.03 

39,413.35 

132.951.37 
2,145.83 

160.647.37 
190,350.28 

$  5,474,245,58 

$  9,744,007.18 
160,647.37 
$  9,583,359.81 
$  570,665.25 

$  1,914,800.00 
2,868,481.38 
3,279,417.08 
$  8,062,698,46 


$12,345,000.00 

$  390,000.00 

730,000.00 
$  1,120,000.00 
$11,225,000.00 
116,250.00 


9,208,980.00 

10,007,278.69 

6,089,084.15 

$36,646,592.84 

$60,337,561.94 


January 
31,  1939 


1,664,800.56 

724,802.21 

283.657.63 
757,200.00 
483,295.66 

50,504.16 

153.611.64 
2,145.83 

151,064.30 
169,649.39 
$  4,440,731.38 

$11,176,263.99 
151,064.30 
$11,025,199.69 
$  533,952.94 

$  2,000,600.00 
2,872,029.80 
3,121,856.59 
$  7,994,486.39 


$12,345,000.00 

$  200,000.00 
380,000.00 
$  580,000.00 

$11,765,000.00 
116,250.00 


9,201,630.00 

10,202,322.78 

5,116,056.08 

$36,401,258.86 

$60,395,629.26 


FEDERATED  DEPARTMENT  STORES,  Inc. 

AND  SUBSIDIARY  COMPANIES 
COMPARATIVE  CONSOLIDATED  BALANCE  SHEET 

NOTES 

(1)  During  the  year  1928  The  F.  and  R.  Lazarus  and  Company  transferred  its  store  property  to  a  trustee 
for  land  trust  certificate  holders  and  occupied  such  property  under  a  long-term  lease.  The  property  so 
transferred  was  carried  on  the  Company’s  books  at  the  net  amount  of  $2,907,108.51,  of  which  $648,676.79 
represented  the  cost  of  land  and  $2,258,431.72  represented  the  depreciated  cost  of  buildings  (original 
cost  $2,480,915.94,  less  allowance  for  depreciation  to  date  of  transfer  of  $222,484.22).  The  net  proceeds 
from  the  land  trust  certificates,  amounting  to  $3,134,375.00,  exceeded  by  $227,266.49  the  carrying  amount 
of  property  transferred  to  the  trustee  and,  since  the  transfer  was  regarded  as  a  sale,  this  amount  was 
credited  to  earned  surplus.  On  January  31,  1939,  the  Company  exercised  its  option  to  re-purchase  the 
store  property  for  a  consideration  of  $3,250,000.00  and  entered  the  building  on  its  books  at  $1,723,085.08, 
being  original  cost  less  allowance  for  depreciation  to  January  31,  1939  (not  including  sundry  building 
improvements  having  a  depreciated  cost  of  $9,960.19),  and  entered  the  land  at  the  difference  of 
$1,526,914.92  since  such  amount  was  substantially  below  the  appraised  value  of  the  land.  On 
December  4,  1939,  the  Supreme  Court  of  the  United  States,  in  an  income  tax  case,  decided  that  the  1928 
transfer  did  not  represent  a  sale  and  that  the  Company  was  entitled  to  deduct  depreciation  of  $49,359.00 
each  year.  In  order  to  conform  the  general  accounting  with  this  decision,  the  Company  has  adjusted 
the  carrying  amount  of  land  and  buildings  to  the  original  cost  of  $648,676.79  and  $2,480,915.94, 
respectively,  and  set  up  an  allowance  for  depreciation  of  buildings  to  January  31,  1939  in  the  amount 
of  $747,870.67,  necessitating  a  deduction  from  earned  surplus  of  The  F.  and  R.  Lazarus  and  Company  of 
$868,277.94.  This  charge  to  earned  surplus  represents  the  aggregate  of  the  reversal  of  the  credit  to  earned 
surplus  in  1928  of  $227,266.49,  discount  and  expenses  of  $115,625.00  in  connection  with  issuance  of 
land  trust  certificates  in  1928,  and  provision  for  depreciation  in  the  amount  of  $525,386.45  for  the 
period  the  store  property  was  held  by  the  trustee. 

A  similar  situation  existed  with  respect  to  The  John  Shillito  Company,  a  subsidiary  of  The  F.  and  R. 
Lazarus  and  Company.  During  the  year  ended  January  31,  1939,  it  re-purchased  its  store  property 
from  the  land  trust  certificate  holders  and  a  premium  of  $140,000.00  was  paid  and  considered  as  part  of 
the  cost  of  the  land.  In  order  to  conform  the  general  accounting  with  the  same  decision,  this  amount  has 
been  deducted  from  earned  surplus  of  that  company. 

The  foregoing  adjustments  were  made  as  at  January  31,  1940  and,  inasmuch  as  the  statements  for  the 
year  ended  January  31,  1939,  were  prepared  on  the  basis  of  information  available  at  that  date,  such 
statements  are  included  herein  without  giving  effect  to  the  adjustments. 

(2)  Store  fixtures  and  equipment  are  stated  as  follows: 


Cost  to  subsidiary  companies 
Deduct : 

Write-down  as  of  January  31,  1933  as  to  certain  of  these  assets 

of  certain  subsidiary  companies - $  955,831.25  $1,179,780.51 

Depreciation _  4,670,737.18  4,159,044.97 

$5,626,568.43  $5,338,825.48 


January  January 
31,  1940  31,  1939 

$8,484,340.79  $8,023,121.82 


Net 


. $2,857,772.36  $2,684,296.34 


FEDERATED  DEPARTMENT  STORES,  Inc. 

AND  SUBSIDIARY  COMPANIES 
COMPARATIVE  CONSOLIDATED  BALANCE  SHEET 

NOTES 

(Continued) 

(3)  In  addition  to  the  write-downs  indicated  under  fixed  assets  and  in  Note  2,  Abraham  &  Straus,  Inc. 
wrote  off  leaseholds  of  $265,833.33  as  of  January  31,  1933  and  The  F.  and  R.  Lazarus  and  Company 
wrote  off,  also  as  of  the  same  date,  the  remainder  of  appreciation  of  furniture  and  fixtures  amounting  to 
$155,797.83. 

(4)  The  preferred  stocks  of  subsidiary  companies  owned  by  other  interests  at  January  31,  1940  are 
redeemable  as  follows:  Par  value  of  $1,399,800.00  is  redeemable  at  a  maximum  price  of  $105.00  per 
share,  and  par  value  of  $515,000.00  has  no  redemption  rights. 

(5)  The  4J4%  convertible  preferred  stock  is  convertible  at  the  option  of  the  holder  into  common  stock  at 
any  time  on  or  before  October  1,  1944  —  at  a  conversion  price  of  $50.00  per  share  if  converted  on 
or  before  October  1,  1940,  $60.00  per  share  if  converted  thereafter  and  on  or  before  October  1,  1942,  and 
$70.00  per  share  if  converted  thereafter  and  on  or  before  October  1,  1944.  The  number  of  shares  of 
common  stock  issuable  upon  the  conversion  of  one  share  of  4%%  convertible  preferred  stock  is 
determined  by  dividing  $100.00  by  the  conversion  price.  The  conversion  price  is  subject  to  adjustment 
from  time  to  time  in  the  event  of  original  issues  by  the  Corporation  of  shares  of  its  common  stock  which 
will  make  the  aggregate  number  issued  since  the  organization  of  the  Corporation  in  excess  of  1,000,000, 
at  a  price  to  the  Corporation  lower  than  the  conversion  price  then  in  effect. 

(6)  On  or  before  June  1st  of  each  year,  the  Corporation  is  required  to  expend  for  the  repurchase  of  its 
4 convertible  preferred  stock  the  greater  of  (a)  $140,000.00,  or  (b)  3 °/o  of  the  balance  of  the 
consolidated  net  earnings  after  taxes  for  the  preceding  fiscal  year  remaining  after  deducting  from  such 
net  earnings  the  aggregate  amount  of  dividends  accrued  on  the  4J4%  convertible  preferred  stock  during 
such  fiscal  year.  The  repurchases  to  January  31,  1940  exceed  by  $494,625.50  the  requirements  to 
June  1,  1940. 


FEDERATED  DEPARTMENT  STORES,  Inc. 

AND  SUBSIDIARY  COMPANIES 
COMPARATIVE  CONSOLIDATED  PROFIT  AND  LOSS 


Year  ended  January  31, 

1940  1939 

Net  sales  (including  sales  of  leased  departments) _ $110,114,135.06  $105,908,983.65 

Cost  of  goods  sold  and  expenses,  exclusive  of  items  listed  below _  103,242,571.73  100,248,177.33 


Deduct : 

Depreciation  (See  Notes  1  and  2) _ 

Interest  on  indebtedness  and  amortization  of  debt  discount  and  expense™ 
Reduction  of  New  York  World’s  Fair  debentures  to  quoted  price _ 


Other  income  —  net: 

Interest  and  dividends  earned  on  securities,  etc. 

Recovery  on  claim  applicable  to  prior  years _ 

Refund  (net)  of  taxes  applicable  to  prior  years 

Profit  on  sale  of  securities _ 

Profit  on  sale  of  delivery  equipment _ 


Less : 

Net  loss  from  properties  rented  to  others,  after  deducting  deprecia¬ 
tion  of  $23,234.06  and  $23,211.78,  respectively _ 

Net  premium  paid  in  connection  with  exercising  option  to  purchase 
store  site  of  The  F.  and  R.  Lazarus  and  Company _ 


$ 

6,871,563.33 

$ 

1,479,741.66 

439,804.66 

94,031.19 

$ 

2,013,577.51 

$ 

4,857,985.82 

$ 

18,859.23 

14,109.02 

10,059.65 

$ 

43,027.90 

$ 

26,281.02 

$ 

5,660,806.32 

$ 

1,414,043.91 

289,134.97 

$ 

1,703,178.88 

$ 

3,957,627.44 

$ 

41,537.32 

22,222.31 

1,683.82 

$ 

65,443.45 

$ 

26,134.04 

34,472.50 


$  26,281.02  $  60,606.54 


Net  profit  before  provision  for  federal  taxes  on  income 
Provision  for  federal  taxes  on  income _ 


$  16,746.88  $  4,836.91 

$  4,874,732.70  $  3,962,464.35 
941,000.00  757,200.00 


Net  profit  ~ 


$  3,933,732.70  $  3,205,264.35 


Deduct : 

Dividends  on  preferred  stocks  of  subsidiary  companies  owned  by  other 

interests - - $  94,684.36  $  96,487.00 

Portion  of  net  profit  applicable  to  minority  interests  in  common  stocks 
of  subsidiary  companies -  498,824.24  352,554.33 


$  593,508.60  $  449,041.33 


Net  profit  applicable  to  shares  of  parent  company -  $  3,340,224.10  $  2,756,223.02 


NOTES: 

(1)  As  of  January  31,  1933  certain  of  the  expenditures  for  fixed  assets  by  certain  subsidiary  companies 
were  written  down  (See  Note  3  to  balance  sheet)  and  depreciation  since  that  date  has  been 
calculated  upon  the  reduced  values. 

(2)  Depreciation  for  the  year  ended  January  31,  1940  includes  the  amount  of  $49,359.00  on  the  store 
property  of  The  F.  and  R.  Lazarus  and  Company  referred  to  in  Note  1  to  the  balance  sheet.  During 
the  period  the  land  trust  certificates  were  outstanding,  the  property  was  not  on  the  books  and  no 
charge  was  made  against  income  for  such  depreciation. 


FEDERATED  DEPARTMENT  STORES,  Inc. 

AND  SUBSIDIARY  COMPANIES 
COMPARATIVE  CONSOLIDATED  SURPLUS 


Paid-in  Surplus: 

Balance,  beginning  of  period _ 

Add: 

Discount  on  the  repurchase  of  4J4%  convertible  preferred  stock  of 
the  parent  company _ 

Excess  of  book  value  of  common  stock  of  subsidiary  company  acquired 
during  the  year  over  stated  value  of  common  stock  issued  in 
exchange  by  the  parent  company _ 

Discount  on  repurchase  by  a  subsidiary  company  of  preferred  stock 
held  by  other  interests  —  parent  company’s  proportion _ 


Deduct  adjustment  of  carrying  amount  of  real  estate  by  subsidiary 
company  applicable  to  period  prior  to  acquisition  of  its  capital 
stock  —  parent  company’s  proportion  (See  Note  1  to  balance  sheet) _ 

Balance,  end  of  period _ 

Earned  Surplus: 

Balance,  beginning  of  period _ 

Add: 

Net  profit  for  year _ 

Excess  over  requirement  in  reserve  for  possible  assessments  of  taxes 
—  parent  company’s  proportion _ 


Deduct : 

Dividends  on: 

convertible  preferred  stock  —  four  quarterly  dividends  of 
$1.0625  each  to  January  31,  1940  and  January  31,  1939,  respec¬ 
tively  _ 

Common  stock  —  $1.25  per  share  in  each  year _ 

Adjustment  of  carrying  amount  of  real  estate  by  subsidiary  company 
applicable  to  period  since  acquisition  of  its  capital  stock  —  parent 

company’s  proportion  (See  Note  1  to  balance  sheet) _ 

Transfer  to  reserve  for  contingencies  by  subsidiary  company  —  parent 

company’s  proportion _ 

Premium  paid  by  subsidiary  company  on  redemption  of  $1,000,000.00 
face  amount  Fifteen-year  4%  notes  —  parent  company’s  proportion... 


Balance,  end  of  period  . 
Total  Surplus - 


♦Denotes  deduction. 


Year  ended  January  31, 


1940 

1939 

$10,202,322.78 

$10,110,714.22 

82,678.50 

92,151.00 

12,527.15 

— 

6,267.09 

542.44* 

$10,303,795.52 

$10,202,322.78 

296,516.83 

— 

$10,007,278.69 

$10,202,322.78 

$  5,116,056.08 

$  3,949,027.64 

3,340,224.10 

2,756,223.02 

28,578.14 

66,560.46 

$  8,484,858.32 

$  6,771,811.12 

$  486,426.60 

$  505,551.29 

1,150,571.25 

1,150,203.75 

697,820.07 

— 

34,318.50 

— 

26,637.76 

— 

$  2,395,774.17 

$  1,655,755.04 

$  6,089,084.15 

$  5,116,056.08 

$16,096,362.84 

$15,318,378.86 

NOTE:  The  earned  surplus  is  before  an  appropriation  of  $914,625.50,  being  the  cost  of 
4 %%  convertible  preferred  stock  repurchased, 
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